Introduction
In the area of corporate governance, the Republic of Slovenia has complied with amendments to the relevant directives 1 and implemented them in its corporate legislation acts. Slovenia thus amended its basic company law (hereinafter the Companies Act (ZGD-1)) by recently adopting two acts amending the Companies Act, namely ZGD-1B and ZGD-1C. In the EU, good corporate governance practices are applied through the recommendations of the European Commission. EU Member States may implement such recommendations in their national legislation.
3 Recommendations, however, are also implemented in codes as autonomous legal sources of corporate governance in EU Member States. 4 The Republic of Slovenia has recently combined two techniques for creating and developing good corporate governance practices. New instruments for the execution of supervisory powers have been introduced by the CG Code. Simultaneously, companies are required by law to explain the use of the basic CG Code principle 'comply and explain'.
In the Republic of Slovenia, companies may choose a two-tier management system by appointing a management board and a supervisory board or a one-tier management system by appointing a board of directors.
7 As a rule, public companies use a two-tire system of corporate governance. The supervisory boards of public companies appoint audit committees and prepare corporate governance statements. This article analyses the importance of these instruments in the development of good corporate governance practice in the European Union and the Republic of Slovenia by examining the role and competence of the supervisory board.
2. The supervisory board of joint-stock companies and corporate auditing in the EU and the Republic of Slovenia
The execution of the supervisory function within a corporation is of key importance, particularly in areas where there is the possibility of a confl ict of interest between different management bodies or when shareholders do not have the opportunity to participate directly in decisionmaking. Such circumstances particularly arise: a) upon the appointment of directors; b) in the remuneration of directors; c) in the auditing of corporations. For this reason, there should be a practice of establishing committees in these areas that are competent for appointments, remuneration and the auditing of the corporation.
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Audits of corporate data and operations are carried out by internal and external (statutory) auditors. Internal auditors carry out risk assessments for the needs of the management of joint-stock companies, 9 while external auditors make sure that the fi nancial statements and data which managers provide to shareholders or which are made available to the public are true and complete.
Under Article 281 ZGD-NPB-1C, the supervisory board submits a proposal on appointing auditors to the general meeting of shareholders. This must be based on the proposal of the audit committee. The competences and tasks of the audit committee are defi ned in Article 280 ZGD-NPB-1C. 9 The Internal Audit Section of the Slovenian Institute of Auditors argues that in the presentday business environment internal auditors constitute the key to successful business performance. Their work consists of auditing the processes, operations and goal-realisation of an organisation. They provide qualifi ed counselling to the management at all organisational levels in its search for constant improvements. For more information on internal audits, see <http://www.si-revizija.si/notranji_revizorji/index.php#Predstavitev>. 10 The tasks of the audit committee include: -supervision of accounting reporting procedures; -supervision of the effi ciency of company internal control systems, internal revision, if it exists, and risk management systems; -assessment of the composition of the annual report, including the drawing-up of the proposal for the supervisory board; -ensuring the impartiality of the statutory auditor and other non-audit services; -co-operating in determining the important segments to be audited; -co-operating in the preparation of the contract between the statutory auditor and the corporation; -co-operating with the statutory auditor in executing the audit of the annual report of the company, particularly concerning mutual information on important matters concerning the audit; -other tasks defi ned by the articles of association or resolutions adopted by the supervisory board.
Audit committee
Under ZGD-NPB-1C, the establishment of audit committees is mandatory for all public joint-stock companies, irrespective of the system of corporate governance.
11 In addition, their establishment is recommended by the CG Code for all joint-stock companies.
The audit committee as an expert body can, by virtue of its existence and composition, encourage a more objective evaluation of the risks incurred by a corporation and of their assessment. This evaluation is carried out by internal auditors. In addition, the audit committee ensures information is provided to shareholders and the public concerning the data contained in the relevant fi nancial statements. Concrete co-operation between the audit committee, audit company and internal audit departments can constitute the very basis for the exercise of competent and correct auditing. A fi rst-rate audit committee is able to substantiate its fi ndings and concerns to the supervisory board and thus ensure that the supervisory board is informed of all relevant (including technical) facts and is thereby furnished with all the necessary data required for decision-making and carrying out its supervisory function.
The supervisory board is the body which is competent to carry out supervision and control over the operations of corporations, as provided for in the fi rst, third and sixth paragraphs of Article 279 ZGD-NPB-1C.
Statement on corporate governance
The Republic of Slovenia has also introduced the institute of corporate governance statement. A corporate governance statement is an additional instrument of control in the provision of information to shareholders, stakeholders and the public, particularly regarding issues posing risks from the point of view of confl icts of interest between the management bodies of public joint-stock companies.
Article 70 ZGD-NPB-1C provides that the business report of a company must set out a fair presentation of the development and results of the company's operations and its fi nancial position, including the description of essential risks and uncertainties the company is exposed to.
In accordance with paragraph 5 of Article 70, companies whose securities are traded on the regulated market include a corporate government statement as a special part of their business reports.
12 As a minimum, this quotes sections of the corporate governance code and includes 11 See Articles 279/1 and 289/3 ZGD-NPB-1C. 12 A company may issue its corporate governance statement as a separate report together with the annual report of the company. information on: a) the use of the corporate governance code; the way of using the rule of 'comply and explain' with regard to the particular code; and reasons for not applying particular parts of the code; b) the basic characteristics of the internal control and risk management systems in connection with accounting report system procedures etc. It also includes information on: a) signifi cant direct and indirect ownership of the company's securities in the sense of achieving a qualifi ed stake as stipulated by the act regulating acquisitions; b) each holder of securities carrying special control rights; c) all restrictions related to voting rights, in particular: restrictions of voting rights to a certain stake or number of votes; deadlines for exercising voting rights; agreements in which, on the basis of the company's co-operation, the fi nancial rights arising from securities are separated from the rights arising from the ownership of such securities; d) the company's rules on the appointment or replacement of members of management or supervisory bodies, and changes to the articles of association; e) authorisations of members of the management, especially authorisations for issuing or purchasing own shares; f) the operation of the company general assembly and its major competences; g) the structure and operation of the management and supervisory bodies and their committees.
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Pursuant to Article 50a of the Act Amending the Companies Act (ZGD-1B), members of the supervisory board of a joint-stock company are obliged to ensure the drawing-up and publication of the corporate governance statement in compliance with the law. Members of the management and supervisory bodies of the company are obliged to jointly assure that the annual report with all its parts, together with the corporate governance statement, is drawn up and issued in accordance with ZGD-NPB-1C and Slovenian Accounting Standards or International Financial Reporting Standards. Annual accounts and their constituent parts must be signed by all the members of the management of the company.
The supervisory board's role in balancing corporate interests
The supervisory board is a key and central body interposed between managers and shareholders which supervises the conduct of a company's business. At the same time, it ensures accurate and transparent information to shareholders on all the relevant facts required for their decision-making as well as information for corporate stakeholders and interested parties.
The supervisory board is a body whose actions can introduce and enforce a balance between the interests of managers and those of corporation owners, subject to the effi cient functioning of the corporation.
I consider the balancing of the interests of joint-stock companies as corporations to be the central issue of contemporary economics and society in general. Although the means of such balancing may be different, they all require responsible engagement by individuals and the credibility of the conduct and work of these individuals in the performance of their functions.
The supervisory board is a body which can fulfi l the social responsibility of a corporation. It can serve either exclusively the shareholders or be a tool of the management. One can therefore conclude without any further digressions into corporate governance theories that in the contemporary world the role of the supervisory board is of extreme importance.
Amendments to the Companies Act in ZGD-1C
The Act Amending the Companies Act (ZGD-1C) connected the role of the supervisory board with the remuneration of its members. ZGD-1C devotes special attention to the remuneration of management bodies and to the remuneration-related tasks of supervisors. Supervisory board members cannot participate in profi t-sharing. However, their remuneration can be framed by the general meeting of a company by fi xing a company remuneration policy. 14 The remuneration of Slovenian supervisory board members is determined in appropriate proportion to the tasks they perform and the fi nancial situation of the company. As far as the remuneration of management bodies is concerned, one can expect in the future that this area will increasingly be subject to the decision-making of shareholders at general meetings. 
Conclusion
The Corporate Governance Statement under Article 70 ZGD-NPB-1C is not merely an administrative document which must accompany an annual report. Its content and the accurate disclosure of the data contained in it can constitute the basis for decision-making at the general meetings of joint-stock companies and for the auditing of a corporation.
When reviewing annual reports, the supervisory board can direct and dictate the disclosure of data and infl uence the transparency of corporate operations and decision-making by shareholders. The supervisory board plays a key role in supervising the drawing-up and publication of corporate strategic documents and annual reports on corporate operations and in the drawing-up of proposals for decision-making by the general meetings of joint-stock companies. By virtue of such a role and powers, the supervisory board also participates in the preparation of the statement on corporate governance and the remuneration policy of a company.
The role and importance of the supervisory board's (audit, remuneration, appointment) committees are increasing. One can see that the knowledge and orientations of members of committees are important for the execution of the supervisory board's functions. For this reason, greater attention should be devoted to their structure and functioning, as well as to their remuneration and the remuneration of supervisory board members.
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